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GUINEA: KEY ECONOMIC INDICATORS 


Area: 95,000 square miles 

Population: 5.9 million 

Population Growth Rate: -8 percent 

Exchange Rate: a 1.00 300 GF (public sector and mining activity) 
US$ 1.00 340 GF (private sector) 


Guinea % Change 
Between 


1982 1983 1984 1983/84 


National Accounts 


(million of US$) 


GDP 
(at market prices) 
of which: Agriculture 
Industry & Mining 
Services 


Nominal GDP Per Capita 
(US dollars) 


Balance of Payments 
(millions of US$) 
Trade Balance 

Exports 

Imports 

Exports to US 

Imports from US 
Services & Private 
Transfers (net) 
Official Transfers (net) 
Balance on Current Account 


External Debt 
(millions of US$) 


Mineral Production 
(millions of Metric tons) 
Bauxite 
CBG 
OBK 
Alumina 
Friguia 
Diamonds 
(carats) 32,700 
of which: Aredor 
(90% gem quality) 


Data for Guinea have been collected from the Guinean Government, 
International Monetary Fund, World Bank, and Embassy estimates. All 
data have a relatively high margin of error and should be viewed as 
indicators of underlying trends. 





Overview 


The Guinean economy is in transition, evolving from 
a centrally planned to a market economy. In 1985 
it was characterized by the parallel existence of a 
narrowly based official economy and an unrestrained 
open "black" market. This dual economy thrived on 
the margin between an overvalued official rate of 
exchange and the open market rate and the differ- 
ences between the government's outdated system of 
fixed prices and the open market prices set by 
supply and demand. The government, aware of this 
dichotomy, has embarked on a major economic reform 
program designed to integrate and liberalize the 
economy. 


As its first and foremost step, the Guinean Govern- 
ment devalued its currency and introduced new 
exchange regulations. It subsequently increased 
official prices to reflect open market values and 
plans to continue to eliminate government price 


controls as much as possible through a well planned 
structural adjustment program. The government is 
also reducing the role of the public sector in the 
economy by closing numerous state banking, 
commercial and industrial enterprises and by re- 
organizing its administration. 


Agriculture, Industry, Mining 


Guinea's economy is primarily agricultural with 
80 percent of the labor force in agriculture 
contributing 42 percent of gross domestic product. 
Food and cash crops (mainly rice, fonio, cassava, 
tropical fruits and coffee) are grown, but at 
little more than subsistence levels. Crop pro- 
duction suffered in 1984 from inadequate rainfall 
and reports vary on the 1985 harvest. Apparently, 
the late start of the rainy season in 1985 damaged 
the rice and fonio crops in middle Guinea (the 
Fouta Djallon) while the harvest of rice and 
coffee in the forest region fared better. 


Much potential exists in agriculture. The Guinean 
Government is reorienting its development strategy 





to give the small farmer access to basic inputs and 
to facilitate the marketing of crops. It has de- 
cided to place about 30 percent of its investment 
budget in agriculture in the 1985-1987 period. It 
is also continuing to dismantle the system of state 
control and rigid official prices it inherited in 
1984. The government has closed all state agricul- 
tural trading companies at the prefectural level 
and has invited farmers to sell their goods on the 
open market at reasonable,but profitable prices. 

To encourage export crop production the government 
export company is now offering five to six times 
the 1985 price for coffee and three to five times 
the old price for palm kernels. The new prices 

and the end of government interference in internal 
trade demonstrate the government's commitment to a 
liberal market economy as the framework for in- 
creased agricultural production. 


Guinea also has rich offshore fishing grounds, 

which are currently not being rationally exploited. 
Foreign trawlers from the Soviet Union and the 
European Economic Community are licensed to fish in 
Guinea's territorial waters. The Guinean Government 
is prepared to develop a national industrial fishing 
capacity through joint ventures with foreign part- 
ners. The government signed one agreement with U.S. 
partners for fishing from Kamsar Port and another 
agreement with French partners for fishing from 
Conakry in 1985. It is also developing artisanal 
fishing with technical assistance from Canada, Japan, 
the African and Arab Development Banks. 


Industry contributes about 22 percent to Guinea's 
gross domestic product, but only 2 percent comes 
from manufacturing. Forty state-owned firms, which 
almost monopolized the sector and which operated 
usually below 25 percent of capacity, are now being 
liquidated, offered to the private sector, or 
maintained and reoriented. Some state firms have 
already evolved into joint ventures and two, 
Soguilube and Bonagui, have U.S. partners. Soguilube 
processes base oils into lubricants under Texaco's 
Management, and Bonagui has a franchise to bottle 
Coca-Cola. The Guinean Government is negotiating 
now with Guinean and foreign investors interested in 
acquiring other state firms deemed viable under pri- 
vate sector management. 





Mining actually dominates the industrial sector by 
contributing about 14 percent of gross domestic 
product and 98 percent of export earnings. Bauxite 
and diamonds are the minerals currently being ex- 
ploited on an industrial scale, while several 
companies are active in prospecting for gold. 


Three companies (Compagnie des Bauxites de Guinee- 
CBG, Friguia, and Office des Bauxites de Kindia- 
OBK) are mining bauxite. CBG and Friguia‘* are 
joint ventures between the Government of Guinea 
(GOG) and western consortiums. OBK is owned by 
the Guinean Government, but managed by the Soviets. 


Bauxite production has remained steady over the 
past few years, but the mining companies face a 
shrinking world market for their output in 1986. 
Bauxite is processed into alumina only at Friguia, 
and demand and price for the bauxite's end product, 
aluminum, are falling on the world market. 


Aredor, a joint venture company between the government 
(50 percent) and another western consortium, which 
includes Bridge Oil (Australia), Industrial Diamond 
Co. (UK), Simonius Vischer (Switzerland), and the 
International Finance Corporation, is the only 

active diamond mining company. It produced about 
25,600 carats in its eight month start up period in 
1984 and has expanded its facilities in 1985 after 
the government banned individuals from mining 
precious minerals. 


2 CBG partners ane the Government of Guinea (49 
percent) and the international consortium Haleco 

(51 percent) which includes, Alcoa (U.S.), Alcan 
(Canada), Pechiney (France), Vereinigte Aluminum 
Werke (West Germany), Aluminia (Italy), Billiton 
(NetherLands), Reynolds Metals (U.S.), and Common- 
wealth Aluminum (U.S.). Friguia partners ane the 
Government of Guinea (49 percent) and the consortium 
Finaleo (51 percent) which consists of Noranda 
(Canada), Pechiney (France), British Aluminum (UK), 
ALusuisse (Switzenkand) and Vereinigte ALuminum- 
Werke (West Germany). 





In March 1985 the Societe Aurifere de Guinee, a 
joint venture gold mining company between the 
Government of Guinea (50 percent) and Chevaning 
Mining Company (CMC), was established. CMC is an 
American public company whose largest shareholders 
are Somig Inc. (Canada), Omnium (Switzerland) and 
Treasure Valley Inc.,(Canada). It hopes to mine 
an estimated 1300 kilograms of gold during its 
first year in full production. 


U.S. investors, such as Mobil (petroleum), U.S. 
steel (iron ore), Davy McKee (uranium), Harry 
Winston (diamonds), and Brady Mining (gold), are 
shareholders in concessions for Guinea's other 
major resources. Development of these concessions 
has been constrained by extremely high initial in- 
vestment costs, the mixed political signals of the 
previous government, an overvalued local currency 
which made most local costs prohibitive, and the 
falling prices for these commodities on the world 
market. 


Money and Banking 


Guinea's currency was tied to Special Drawing Rights 
at a parity of: 


1.00 SDR 24.6833 sylis or 
1.00 DOL 23 sylis 


until early January 1986 when the government intro- 
duced its monetary reform program and devalued its 
currency. The reform program brings the official 
rate of exchange in line with the open, parallel 
market rate which hovered at about U.S. $1.00 = 

350 sylis throughout 1985. The government also 
decided to remove sylis from circulation and re- 
place them with Guinean francs (GF) at the same 

par value. 


Guinea's new exchange regulations are based on a 
two tier exchange rate system which separates 
government from private exchange transactions. The 
first rate of exchange which applies to all 





government agency, parastatal and joint venture min- 
ing company exchange transactions is currently fixed 
at: 


1.00 DOL = 300 GF. 
The second rate of exchange for all private sector 
transactions will float via a system of weekly 
auctions to be organized by the Central Bank. The 
second rate was fixed at: 


1.00 DOL = 340 GF 


on January 3, 1986 as an interim measure prior to 
the staging of the first auction. 


The devaluation will make government imports twelve 
times their previous cost in local currency terms 

and will greatly diminish government agencies' ability 
to import. However, the new exchange rate regula- 
tions give private traders access to official sources 
of foreign exchange and, thus, should attract private 


economic activity back into the official economy and 
allow the private sector to replace the government 
as the country's major importer. 


The devaluation removes a major distorting factor 
from the national economy, and the new exchange 
regulations make the economy much more attractive to 
foreign investors by providing them with access to 
foreign exchange for imported inputs and for 
repatriating profits. The new exchange system also 
enables Guineans living abroad to repatriate their 
earnings at a reasonable rate and will hopefully 
restore confidence in the national currency. 


The government made other significant changes in 
1985 to strengthen its banking sector. It issued a 
new banking law in March and within its guidelines 
signed agreements with foreign banking consortia 
for the opening of three new commercial banks: 
Banque Internationale pour 1'Afrique en Guinee 
(BIAG), Banque Internationale pour le Commerce et 
l'Industrie de la Guinee (BICI-GUI), and Societe 
Generale de Banques en Guinee (SGBG)’. The new 





banks are to play key roles as intermediaries in 
the Central Bank's auctions of foreign exchange 
and are substitutes for the six nationalized 
banks closed in December 1985. 


The Central Bank. itself is being reorganized 
to enable it to set monetary and credit policy 
and to monitor foreign debt accumulation and 
repayment. Its role is now being coordinated 
with the Ministry of Finance and Economy which 
in turn is delineating a unified national budget 
of government expenditures. 


Trade and Payments 


Guinea faces serious balance of payments problems 
because of its sizeable foreign debt (estimated 
at just over $1.5 billion) and accumulated 
arrearages (estimated at $250 million at the end 
1985). Short-term suppliers' credits contracted 
in the late seventies and early eighties are now 
coming due and will increase the government's 
debt service between 1986 and 1988. However, the 
government plans to sign a standby agreement with 
the International Monetary Fund in early 1986 and 
then hopes to benefit from debt rescheduling in 
the Paris and London Clubs. 


As stated previously, foreign exchange earnings 
accrue primarily from bauxite and alumina exports. 
Future earnings from these minerals will depend on 


3 BIAG's shareholders ane the Guinean government 
(51 percent) and the Banque Internationale pour 
L'Afnique de L'Ouest (49 percent). BICI-GUI share- 
holders inckude the Guinean government (51 percent), 
the Banque Nationale de Panis, the International 
Finance Corporation, the Societe Financiere d' Outre 
Mer and several others. SGBG is 100 percent pri- 
vateky owned by a group of Guinean private investors 
(40 percent) and foreign partners which inckude the 
Societe Generale de Banques and Credit Suisse. 





the world demand for their end product, aluminum. 

The current prospects indicate a marked decline in 
demand, as aluminumsmelter capacity is allowed to 

go idle. Earnings from diamond and gold exports, 

however, are expected to increase as Guinea's new 

industrial diamond. and gold mining joint ventures 

go into full production. 


The current devaluation announced January 3, 1986 
will certainly change Guinea's trade and payments 
position. Official imports will now cost the 
public and parapublic sector 12 times their 
previous cost in local currency. The new high 
cost of imports should encourage local production, 
and the new exchange rate coupled with the in- 
creases in official prices for export crops, should 
encourage export crop production. 


Other reform measures such as eliminating the gov- 
ernment's role in internal trade should encourage 
farmers to rehabilitate and modernize coffee, palm, 
and tropical fruit plantations. Guinea was a major 
exporter of bananas in the late 1950's and has a 
20,000 metrie ton export quota in the Internation- 
al Coffee Organization which it may now be ready to 
use to its advantage. 


Guinea trades primarily with France, the United 
States, other Western and Eastern European countries, 
the USSR, China, and Japan. Brazil is a relatively 
new trading partner, but is already an important 
supplier of petroleum products. 


Guinea's main imports include petroleum products, 
cereals, construction materials, transport equipment, 
textiles, and pharmaceuticals. The government intro- 
duced new import licensing procedures for traders in 
the spring of 1985 and removed all import duties on 
basic foodstuffs and reduced duties by fifty percent 
on construction materials. Further changes based on 
more liberal policies have been promised by the 
government in 1986. Duties on all imports are to be 
rationalized and import procedures simplified. 





Implications for U.S. Business 


U.S. traders and investors are likely to find more 
and better opportunities in Guinea as the economic 
reform program takes hold. The Guinean Government 
is reducing substantially and eliminating when 
possible its previously dominant role in the econo- 
my. 


U.S. companies may want to consider the advantages 
of establishing a local agent or distributor at 
this time. The Guinean Government has already 
started negotiations with major petroleum companies 
about restoring their distribution networks. Other 
areas where market development may require a local 
agent include the agriculture, construction, and 
transport sectors. Guinea's foreign exchange will 
certainly remain limited as it restructures its 
-economy, but an expected inflow of foreign aid and 
the possibility of an improved credit rating based 
on better management of existing debt may increase 
sales opportunities. 


The investment climate is also improving through 


ongoing economic, legislative, and administrative 
reforms. The 1984 investment code is likely to be 
strengthened in the near future to further encour- 
age private investment and to simplify procedures 
for benefiting under its provisions. Investment 
opportunities were seized in banking, commerce, 
transport, and construction in 1985, but many 
Guinean investors continue to look seriously for 
western partners with technical and managerial 
expertise. The Guinean Government is also seeking 
national and foreign investors interested in 
acquiring its industrial parastatals. Negotiations 
for several such parastatals have reached advanced 
stages, but parastatals worth considering are still 


available in food processing and building materials' 
manufacturing. 


U.S. business representatives may face difficulties 
in doing business in Guinea because of its inade- 
quate transportation, energy, and communication 
facilities, and they will find stiff competition 





from their European counterparts who often have easier 
market access through proximity, language and his- 
torical ties. However, U.S. firms with experience in 
developing countries and a solid financial position 
may find Guinea's vast development potential worth 
investigating for profitable future returns. 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING | Greece Business Reports cor 
BLINDFOLDED? _ wins yos deziied intormation on overseas trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 


a EE Eee 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 


Enclosed is$__._——<O check, sii 
C money order, or charge to my Total charges $_______ Fill in the boxes below. 


Deposit Account No. Credit 


Ta Gerdwo. CLITTT TTI TTI TTT) 
Expiration Date 
Order No... Month/Year Loren 2 


Enter my subscription to: (] Overseas Business Reports at $29 per year ($36.25 overseas) 
0) Foreign Economic Trends at $66 ($82.50 overseas) 


Company Name 


individual's Name—First. Last Subscriptions 


Postage 
| Foreign handling 
MMOB 


Street address 


City State ZIP Code 


edhe 
, ek oes 


PLEASE PRINT OR TYPE 


(or Country) 
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